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As CED began to consider corporate governance issues in 2002, the 
highly visible accounting scandals that surrounded the collapse of Enron, 
WorldCom	and	several	other	major	companies—together	with	the	
revelation of fraud and other acts of malfeasance by corporate execu-
tives—aroused	public	outrage,	called	into	question	the	values	and	ethics	
of business leaders, and undermined the public’s confidence in public 
companies.		Unfortunately,	as	we	concluded	deliberations	in	2009,	public	
outrage is again being fueled by reports of greed, conflicts of interest, and 
other	misdeeds,	and	by	the	growing	expenditure	of	public	money	to	




* Private Enterprise, Public Trust: The State of Corporate Governance After Sarbanes-Oxley(2006); Built to 
Last: Focusing Corporations on Long-Term Performance (2007); and Rebuilding Corporate Leadership: 
How Directors Can Link Long-Term Performance with Public Goals (2009).
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businesses	and	their	leaders	must	earn	the	public’s	trust.		Perceptions	that	
firms flout rules, behave unethically, and use deceptive business processes 
weaken	confidence	in,	and	support	for,	the	free	enterprise	system.		Execu-






nance reports have examined a broad range of reforms in accounting, 




CED’s first corporate governance report, Private Enterprise, Public Trust: 
The State of Corporate Governance After Sarbanes-Oxley (2006), addressed 
governmental and corporate policies that affect the behavior of publicly 
traded	companies,	as	well	as	the	confidence	of	investors	in	them.	The	
report	acknowledged	at	the	outset	that	no	laws	or	policies	will	ever	be	
sufficient to end all corporate misbehavior (or, for that matter, misbehav-
ior	in	any	segment	of	public	life).	It	concluded,	however,	that	truly	













and financial reports that fail adequately to inform about company 
performance	impede	the	task	of	building	long-term	value.	These	phe-
nomena	are	commonly	known	as	“short-termism,”	and	CED’s	recom-
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mendations	call	on	corporate	boards	to	use	their	power	either	to	
eliminate	these	practices	or	to	counteract	their	effect.		In	our	second	
report, Built to Last: Focusing Corporations on Long-Term Performance 
(2007),	we	call	on	boards	of	directors	to	address	these	problems	by	
putting the long-term interests of the corporate entity at the forefront of 
their concerns and demonstrating through their actions that those 
concerns	trump	interest	in	short-term	price	movements.		
The focus of our third report, Rebuilding Corporate Leadership: How 
Directors Can Link Long-Term Performance with Public Goals (2009), is on 
the	potential	contributions	boards	of	directors	can	make	to	improve	
corporate strategy and long-term performance by engaging responsibly 
with	the	society	around	them.	The	central	conclusion	of	this	report	is	that	
corporate boards and the leaders they select must integrate relevant 
societal concerns, such as environmental and human rights consider-





















in their self interest to repair their corporate practices and to engage 
responsibly	with	the	society	around	them.		
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Summary of Key Recommendations







truly independent nominating committee the responsibility for 
recommending	new	board	candidates	and	for	evaluating	the	perfor-
mance	of	existing	board	members.		The	nominating	committee	
















internal talent, in addition to providing direct benefits to the com-




genuinely challenging goals (financial, strategic, operational, and 
social)	for	the	performance	of	their	business,	and	judge	management	
by	them.		






not consultants are used, the compensation committee should have 










specific conditions should dictate a company’s policies, in general top 
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term	economic	value.		For	example,	the	compensation	committee	
may	want	to	spell	out	the	long-term	concerns	they	expect	their	CEO	
















Transparent, honest, and meaningful communications:
•	 Directors	should	promote	honesty	in	reporting	not	only	on	financial	




mandated environmental and labor reporting to government regula-
tory	agencies,	corporate	“sustainability”	reporting	should	remain	
within	the	purview	and	at	the	discretion	of	the	individual	company	






present a company’s position accurately, the board of directors must 
have	access	to	all	pertinent	data.		This	will	occur	only	if	a	board’s	
audit committee is competent, independent, and establishes effective 
control over both the internal auditors and the independent outside 
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auditors.	The	relationship	between	the	audit	committee	of	the	board	
and	the	outside	and	internal	auditors	is	crucial.	The	audit	committee	
should exercise the same tone of control over the internal auditor as 



















directors encourage management to adopt reporting systems that 
focus	attention	on	“value	drivers”	and	long-term	risks,	such	as	those	
proposed	by	the	Enhanced	Business	Reporting	framework.		Direc-
tors may consider requesting reports on such metrics as part of the 
information	provided	in	the	board	package.		Companies	also	should	
































produce only short-term financial results at the expense of the 
long-term	interests	of	the	corporation.		Compensation	policies,	for	










directors exercise their duty to ensure that management has a long-
term	implementation	plan	for	a	strategy,	supported	by	risk	assess-
ment,	which	enhances	the	enduring	value	of	the	company.		After	
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reviewing	and	approving	a	strategy,	the	board	should	stay	involved	by	





value of the firm, rather than exploit favorable accounting or tax 
treatment.		We	note	that	recent	changes	in	accounting	for	stock	






societal concerns, such as environmental and human rights consider-
ations, into corporate strategy to strengthen long-term competitive-
ness and the sustainability of both the corporation and the society in 
which	it	exists.		A	successful	framework	requires	that	societal	and	
business	leaders	view	and	treat	each	other	as	partners,	not	adversaries.	
Their actions and public communications should recognize their 
interdependence	and	shared	goals.	
•	 The	board	should	play	an	active	role	in	encouraging	company	man-
agement to evaluate the options available and to decide explicitly 
what	it	ought	to	do	based	on	sound	business	grounds	that	incorpo-
rate	a	longer-term	view.	Once	a	decision	has	been	made	and	justified,	
the board should monitor implementation and continue to evaluate 
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Conclusion
The conduct and performance of America’s leading corporations in recent 
years	have	seriously	undermined	confidence	in	U.S.	businesses	and	in	
business	leaders.		CED	policy	statements	on	corporate	governance	seek	
to improve the system of corporate governance and to restore public 
confidence	in	business.		Putting	businesses	on	sound	economic	and	







CED is a non-profit, non-partisan organization of more than 200 business leaders 
and	university	presidents.		Since	1942,	its	research	and	policy	programs	have	
addressed many of the nations most pressing economic and social issues, including 
education	reform,	workforce	competitiveness,	campaign	finance,	health	care,	and	
global	trade	and	finance.		CED	promotes	policies	to	produce	increased	productiv-
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